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Creation and Protection. Why Do We Need More Redistribution?
Cai Fang (5)

[Abstract]In contrast to the widespread economic turmoil social instability and politi-
cal divide resulting from inequality in the present world China has experienced suc—
cessful progress in reform opening-up growth and sharing. Both experiences prove
wrong the conventional wisdom of mainstream economics which presumes the trickle—
down effect of economic growth and the trade-off between efficiency and equity. As
China transitions towards the high income status in order to maintain the synchroniza—
tion between development and sharing the following challenges have to be addressed.
First to increase productivity requires the mechanism of creative destruction which
inevitably involves displacement of workers. Secondly in the new stage of develop—
ment the function of labor market in primary distribution tends to scale back. In re—
sponse to the challenges the government should strengthen redistribution by means of
social security programs labor market institutions income distribution policies and
other basic public services aiming to improve the livelihood of people.
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